This paper estimates the association of demographic and educational changes with earnings and returns to schooling of male workers in Brazil and Mexico. Our analysis takes into account demographic, educational, and economic variations within each country over time, using Demographic Censuses microdata from Brazil and Mexico. Results suggest that demographic and educational transitions are correlated with earnings and returns to education. Proportions of people in age-education groups tend to have negative associations with aggregated earnings. Workers with secondary education completed experience negative effects on their earnings by having lower education than university graduates (education effect) and by representing a bigger share of the population than males with university education completed (cohort size effect). The negative correlations of cohort size have been decreasing in magnitude over time. We also find that the concentration of skilled labor in specific locations has positive associations with individual earnings and that they are greater than those observed in more developed countries. Moreover, in Brazil and Mexico, these effects are observed throughout the income distribution, contrary to what is observed in studies for the United States.
Introduction
The objective of this paper is to estimate the association of demographic and educational changes with earnings of male workers in the two largest Latin American countries (Brazil and Mexico) . Furthermore, we analyze the economic consequences of individuals with higher educational attainment (human capital) being concentrated within certain locations on the returns to schooling. The first exercise estimates the association of composition of the workforce by age and education with average earnings of workers. The second exercise looks on how the concentration of skilled workers correlates with returns to schooling (individual earnings) across regions of Brazil and Mexico. These two countries have very similar features and are passing through a rapid process of demographic and educational changes with large regional and social inequalities (Barro and Lee 2001; Marteleto 2005, 2008; Marcílio 2001 Marcílio , 2005 Potter et al. 2010; Potter et al. 2002; Riani 2005; Gong and Van Soest 2002; Lustig et al. 2013; Rios-Neto and Guimarães 2010) . Our analysis takes into account demographic, educational and economic variations within each country and their regions over time. The study of wage differentials and the analysis of the effects of human capital concentration in developing countries are both important subjects to explore, since they are marked by larger economic differentials than developed countries.
The central advantage is that the concentration of well-educated people benefits everyone else in the population, as well as generates greater knowledge and economic dynamism. In the United States, the concentration of skilled people in some regions has a positive effects on productive gains, which further increases the concentration of qualified people in these areas (Berry and Glaeser 2005) . The greatest concentration of skilled people in specific locations occurred in the 1980s and 1990s, leading to an increase in the wages of all workers (Moretti 2004a , Moretti 2004b , Moretti 2004c , Moretti 2011 . The larger proportion of people with higher educational attainment benefits the population as a whole, as the result of a spillover effect (Moretti 2011; Hout 2012) . Thus, there is a positive effect of population concentration on individual incomes (Moretti 2004a , Moretti 2004b , Moretti 2004c ). Other studies indicate that there are positive effects on the economic dynamism of American cities resulting from the concentration of skilled workers (Black 1999; Rauch 1993) .
There are numerous studies evaluating wage differentials and income concentration in several developing countries. However, there are few comparative studies of the dynamics that have recently been affecting local labor markets. Studies analyzed the concentration of human capital in Brazil (Queiroz and Golgher 2008) , but they did not investigate the reasons or the implications of this concentration. Other studies emphasized positive effects of the concentration of skilled workers in the Brazilian labor market (Queiroz and Calazans 2010) . However, variations in cohort size across municipalities in Brazil led to associations with workers' earnings (Amaral et al. 2013b; Amaral 2012; Amaral et al. 2013a; Amaral et al. 2012 Amaral et al. , 2016 . More specifically, higher proportions of the population in age-education groups are negatively associated with income of these groups. These effects are larger for groups with higher educational attainment, but with declining effects over time. Thus, the concentration of skilled workers in specific locations can generate benefits for some groups, but can produce negative results for other groups.
This paper is part of a broader discussion of regional differences in income and economic growth. The following section of the paper presents our data and different methods strategies. We include explanations about how we estimated models to evaluate how earnings at the aggregate level are associated with the ageeducation composition of the workforce, i.e., correlations of large cohorts and earnings (Amaral et al. 2013b; Berger 1985; Biagi and Lucifora 2008; Brunello 2010; Easterlin 1978; Freeman 1979; Katz and Autor 1999; Katz and Murphy 1992; Korenman and Neumark 2000; Moretti 2004a , Moretti 2004b , Moretti 2004c Sapozhnikov and Triest 2007; Shimer 2001; Skans 2005; Welch 1979 ). We also explain how we conducted an analysis about how the concentration of high-skilled workers in some parts of the country are associated with earnings at the individual level, known as social returns to education (Moretti 2011; Berry and Glaeser 2005) . We then present the results of these two sets of exercises and provide some final considerations at the last section of the paper.
Data and methods
We perform two exercises to investigate the associations of demographic and educational changes with earnings in the Brazilian and Mexican labor markets. The first exercise analyzes the correlations of the composition of the workforce by age and education with average earnings of workers. This analysis uses local-level data to construct ageeducation cells and follows their changes over time. The second study uses individual data to investigate how the concentration of skilled workers is associated with returns to schooling across regions of Brazil and Mexico. In the following sub-sections we present detailed information on the construction of the database and methods applied to investigate the two questions. We use microdata from the Brazilian and Mexican Demographic Censuses to estimate how population composition is correlated with earnings of male workers at the local level over time. Brazilian (1970 Brazilian ( -2010 and Mexican (1960 Mexican ( -2010 data were obtained from IPUMS-International, Minnesota Population Center, University of Minnesota.
We categorized information on age into four groups: youths (15-24 years-ofage); young adults (25-34 years-of-age); experienced adults (35-49 years-of-age); and older adults (50-64 years-of-age). We also perform some analysis using data for those in the prime-age group, between 30 and 50 years old (results not shown). The level of education was classified into four groups using information on completed years of schooling and taking into account the specificities of the school systems in Brazil and Mexico. We utilize standardized variables created by IPUMS to compare both countries. IPUMS variables allow for international comparisons and focus on complete educational levels. The four education groups are: (a) less than primary education; (b) complete primary education and incomplete secondary; (c) complete secondary education and incomplete university; and (d) complete university education. These categories generated 16 age-education-group indicators, which are utilized throughout our analysis.
Demographic changes and earnings
We aggregate Census microdata by year, area, and age-education group. In relation to the geographical areas considered for this study, the 502 Brazilian micro-regions (groups of municipalities) have consistent boundaries over time. These 502 microregions differ from those defined by IBGE and available in the Census microdata, but closely approximate those that are defined in the 1991 Census (Potter et al. 2002) . For Mexico, the geographical areas used for this study were 2456 municipalities, from 1990 to 2010. Mexican municipalities have consistent boundaries in our database only for these last three censuses. We also estimated models by the 32 Mexican states using all censuses, but due to the lack of data variation the results were not consistent (results not shown).
In order to measure the effect of demographic and educational transitions on earnings, the dependent variable is the natural logarithm of the mean monthly earnings for each year, area, and age-education group. In Brazil, information on earnings is based on primary occupation. In Mexico, information on earnings is based on earned income. For 1970, in both countries, information on earnings is based on total income, due to the lack of other available variables.
In Equation (1), log(Y git ) is the logarithm of wages. Sixteen indicators of age-education groups (G) interacting with time (θ) are included in the model. The first age-education group interacting with time is the reference category. G g is a set of age-education-group indicators (dichotomous variables) for the combinations of age and education groups. This procedure originates a vector of 15 parameters (β 1 ) for each year, considering the first age-education group (15-24 years; less than primary completed) as the reference category. The model considers 502 micro-regions in Brazil and 2456 municipalities in Mexico (i), five Brazilian Censuses and three Mexican Censuses (t), 16 age-education groups (g), and 2510 (502*5) area-time-fixed effects in Brazil and 7368 (2456*3) areatime-fixed effects in Mexico (α). An attempt to include interactions of age-educationgroup indicators with area-time-fixed effects was not successful, because this procedure reduces data variation and the statistical software informs that there is insufficient number of observations to estimate the model. Equation (1) can be expressed as follows:
Not only age and education have a significant association with earnings, but also demographic and educational changes generate variation in cohort size and, thus, influence various aspects of the labor market. As a strategy to estimate the correlations of cohort size with earnings, the distribution of the male population in our 16 ageeducation groups (X), interacted with time (θ), can be introduced as a set of variables. This procedure originates a vector of 16 parameters (β 2 ) for each year. This exercise is similar to a study that estimated the effects of immigration on the U.S. labor market (Borjas 2003) . In our case, instead of including the immigration supply in the estimations, we include information on the male population distributed into age-education groups (g), in order to verify its associations with earnings:
Because Brazil was divided into 502 micro-regions, 16 age-education groups, and five censuses, the maximum possible number of observations for the regressions is 40,160 and the maximum number of groups (area-time fixed effects) is 2510. However, only cells with at least 25 observations are included in the estimations, in order to minimize potential problems of heteroskedasticity. The aggregated database utilized the census weights to estimate mean earnings and proportional distributions of males by ageeducation group, time, and area. We did also reweight the regressions by population size and the results are similar to the ones presented in this paper, as it was also verified by Amaral et al. (2013b) . The maximum number of observations was reduced to 32,201 and the number of groups to 2488. In Mexico, we used 2456 municipalities, which would generate a maximum of 117,888 (2456*16*3) observations and 7368 groups for the regressions. Due to our cell-size criteria, the number of observations was reduced to 82,604 and the number of groups to 7259.
Human capital concentration and returns to education
We estimate the association of concentration of human capital with individual earnings using quantile regressions models. We utilize these regression models because they produce different effects along the distribution of the dependent variable instead of estimating the model with average effects. In other words, they look at heterogeneity on the conditional distribution instead of the average (Martins and Pereira 2004; Despa 2007) . Our hypothesis is that the private and social returns to education vary due to the socioeconomic position of workers in their place of residence. The basic model on the social returns to education has the premise that personal investment in education and training create benefits for other agents in the economy, both to the more skilled and to less skilled (Acemoglu 1996) . By investing in human capital individuals become more productive and relate to other employees in the workplace and elsewhere, due to their capacity of transmitting new knowledge and skills to others (Acemoglu 1996) . The model to estimate social returns to education is:
where log(Y git ) is the logarithm of individual earnings. The main variable of interest is the proportion of workers with university level that captures social returns to education. We add age-education group controls, as in the first exercise. These variables capture the private returns to education controlling for years of experience. We also include variables to capture labor demand, measured by local level unemployment rate in the region. Regional characteristics are captured by a series of dummy variables for regions in each country and urbanization rate in each census year. Regions in each country are characterized following the suggestions of the national statistical offices in Brazil and Mexico. Equation (3) is estimated to the overall 15-64 male population in each country and year (2000 and 2010) , as well as by quantiles defined by level of earnings (dependent variable): (1) up to 25th percentile; (2) up to 50th percentile; and (3) above 75th percentile. The spatial distribution of human capital is associated with unobserved factors that can be correlated with the level of income, so the local educational level becomes endogenous in the model. In order to attempt to solve for this limitation, we also estimated the concentration of highly skilled workers through an instrumental variable approach (results not shown). We used education progression rates and age composition of the population to estimate the concentration of educated workers in the current census (Moretti 2004a , Moretti 2004b , Moretti 2004c ). Age composition is normally used in the literature as an instrument for the proportion of educated individuals in one region (Moretti 2004a , Moretti 2004b , Moretti 2004c . Moretti (2004a) uses the presence of a land-grant college in a region as a second instrumental variable in the model. He argues that those are related to the presence of college-educated workers, but are not related to the current labor market conditions. In our case, we do not have similar information as land granted college. We proposed education progression rates as a measure to capture the quality and investment in education by region, but we assume that they are not correlated to current labor market conditions. We used all instruments lagged to the previous census year. The proportion of high-skilled workers is defined by the following equation:
where P (t) is the proportion of workers with high educational level (proportion of undergraduates) in time t for each investigated area; L 1(t-n) is the enrolment rate in high school in the previous census, n years ago; and L 2(t-n) is the young-age-dependency ratio in the previous census. We estimated the Durbin-Wu-Hausman test to the models that utilized these instruments. Results indicate that our instruments were not capable ø to control for endogeneity of regional concentration of human capital. Education progression rates and age composition were not sufficient to correct this problem in the estimated models. Thus, we focus on the basic models using the observed proportion of educated workers by region, which is Equation (3) without instruments. We cannot obtain a causal effect, but the results indicate long-term associations of the concentration of qualified workers in different regions of the country.
Results

Demographic changes and earnings
The estimation of an income equation is central to assess the association between an aging population and educational changes with average income. This analysis seeks to establish whether changes in age and education structures influenced income in Brazil and Mexico. Before estimating the models, it is important to evaluate the distribution of the male population by year and age-education group in the countries (Tables 1 and 2 ). In general, the proportion of men with less than primary completed decreased between 1970 and 2010 in Brazil. For example, the proportion between 15-24 years of age with less than primary completed fell considerably from 32.34% in 1970 to 9.53% in 2010 in Brazil (Table 1 ). This trend is also observed for the other age groups. The same happened in Mexico for males in this age-education group, with a decrease from 20.75% in 1970 to 1.75% in 2010 (Table 2 ). In addition, the proportion of those with secondary completed and university completed in Brazil and Mexico increased during the period in all age groups. Equation (1) -the baseline model -interacts the indicator variables for ageeducation groups with each Census year. In Tables 3 (Brazil) and 4 (Mexico), we present the exponential of coefficients from this equation, related to the correlation between age-education groups and earnings. Here as in the subsequent estimates, the coefficients of area-time fixed effects are highly significant statistically. The numbers in the first column are the exponential of coefficients related to the correlation between age-education groups and earnings for 1970 (main effects). The exponentials in the other columns take into account the 1970 main effects interacted with each additional year. All coefficients are statistically significant at p < 0.01. In general, within each age category, earnings are higher for those people with more schooling. We also verify that within each education group, earnings are higher for older men. For instance, in Brazil (Table 3 ) men ages 25-34 with less than primary completed earned 1.44 times as much as men ages 15-24 with the same education (the reference category) in 1970. In 2010, young men (25-34) with university completed earned 4.6 times as much as the reference category. For Mexico (Table 4) , the results follow the same pattern and all coefficients are statistically significant at p < 0.01. For example, men ages 25-34 with less than primary completed earned 1.12 times as much as men ages 15-24 with the same education in 1990. In 2010, young men (25-34) with university completed earned 2.72 times as much as the reference category. The estimates are thus consistent with what we know about age-earnings profiles and the association of education on them (Mincer 1974; Hamermesh 1993) . 1960, 1970, 1990, 2000, and 2010 Mexican Demographic Censuses (IPUMS-International) Equation (2) has similar results to Equation (1), in relation to the coefficients of ageeducation group indicators (binary variables) and area-time fixed effects. The important analysis from this second model concerns the variables related to the proportion of males in each age-education group in the workforce as independent variables (cohort size, relative supply, labor supply, cell density, or own-quantity effects), and allows them to vary over time by interacting these proportions with Census years (time indicators). In order to better understand the estimates, we calculate elasticities to demonstrate the association between age-education proportions and earnings. Figure 1 (for Brazil) and Fig. 2 (for Mexico) present elasticities that were calculated as the product of age-education-proportions coefficients and the national distribution of men by ageeducation groups over time (Tables 1 and 2 ). More specifically, the elasticities were estimated using this expression: (exp(coefficient of proportion in an age-education group*distribution of men by age-education group*0.01)-1)*100. For more recent years (interaction terms), the main effect coefficient (1970 in Brazil and 1990 in Mexico) was added to the interaction term for each Census, before multiplying by the distribution of men by age-education groups and year.
In Brazil (Fig. 1) , among all age-education groups (besides the less than primary completed), there are negative correlations between group size and earnings in the earliest period. The estimated elasticities in 1970 for the proportions of men in each age- All coefficients are significant at p < 0.01. The numbers in the first column are the exponential of coefficients related to the correlation between age-education groups and earnings for 1970 (main effects). The exponentials in the other columns take into account the 1970 main effects interacted with each additional year, using linear combinations of estimators in Stata (command "lincom"). Standard errors are reported in parentheses 1970, 1980, 1991, 2000, and 2010 Brazilian Demographic Censuses (Brazilian Institute of Geography and Statistics -IBGE) education group generally indicate greater negative correlations for workers with primary completed or secondary completed. These negative effects are offset by the positive interactions throughout time for men up to 49 years of age, increasing the elasticities through time. Indeed, by 2010 the coefficients on the interaction terms nearly offset the negative coefficients of the main effect terms, so that in the more educated groups the net correlation of a change in the group proportions with earnings was much reduced. For men in the first three age groups (15-24, 25-34 and 35-49 years) with less than primary completed, the group proportions have positive correlations with earnings in 1970 and they become negative over time. Mexico (Fig. 2) has much weaker elasticities than Brazil in terms of magnitude. In the earliest period (1990) in Mexico, the greatest negative correlations between age-education-group proportions and earnings are observed for younger men (15-24 and 25-34) with secondary completed and older men (35-49 and 50-64) with less than primary completed. Proportions in age-education groups tend to have positive correlations with earnings among men with primary completed or university completed, but these correlations decrease over time.
Among men with less than primary completed in Brazil (Fig. 1) , the elasticities start positive for younger groups and become negative over time, with great variation for 15-24 year-old men. For 50-64 year-old men within this education group, negative elasticities were observed in 1970 and 1980, increased over time and dropped again by 2010 (but they are not statistically significant in 2000 and 2010). These results mean All coefficients are significant at p < 0.01. The numbers in the first column are the exponential of coefficients related to the correlation between age-education groups and earnings for 1990 (main effects). The exponentials in the other columns take into account the 1990 main effects interacted with each additional year, using linear combinations of estimators in Stata (command "lincom"). Standard errors are reported in parentheses 1990, 2000, and 2010 Mexican Demographic Censuses (IPUMS-International) that the proportions of the least-educated men have negative correlations with their earnings in recent years, even with lower shares in the population. These estimates might suggest that the Brazilian labor market does not require as many low educated men in recent years, as it did in previous decades. Within each age group in 1970, Fig. 1 shows that elasticities are more negative among males with primary completed or secondary completed, when these groups represented a lower percentage in the overall population (Table 1 ). The elasticities of men with primary, secondary, or university completed tend to become less negative over time. An exception is for older men (50-64 age group) with secondary completed, which still represents a small share of the Brazilian population in 2010 (3.19% in Table 1 ). For instance, an increase of ten percent of males with 15-24 years of age and secondary completed is correlated to 2.4% (−0.24) decrease in earnings in 1970 and 1.4% decrease in 2010. Among young men (25-34) with secondary completed the association with earnings changes from −2.5% in 1970 to −0.7% in 2010 for an increase of ten percent in the group. An increase of ten percent in the number of men with 25-34 years and university completed is associated with 1.6% decrease in earnings in 1970 and 0.9% decrease in 2010. Among 35-49 year-old men with university completed, an increase of ten percent in the group is negatively associated with their earnings by 1.2% in 1970. By 2010, the negative correlation in this age-education group (only −0.2% for an increase of ten percent in the group size) is not statistically significant. These results are an indication that local labor Fig. 1 Effects of proportion of male working-age population by age-education groups (factor-price elasticities) and 90 percent confidence interval on mean real monthly earnings from main occupation (dependent variable), based on Equation (2), using the national age-education distribution (Table 1) , Brazil, 1970 Brazil, -2010 . Note: ns Non-significant. All other coefficients are significant at least at p < 0.1. Statistical significance was estimated with linear combinations of estimators in Stata (command "lincom"), taking into account the 1970 main effects interacted with each additional year. Sources: 1970 Sources: , 1980 Sources: , 1991 Sources: , 2000 Sources: , and 2010 Brazilian Demographic Censuses (Brazilian Institute of Geography and Statistics -IBGE) markets are absorbing higher proportions of men in groups with secondary and university completed in recent years, without strong negative correlations with their earnings.
The Mexican estimates (Fig. 2) have smaller magnitudes than the Brazilian elasticities (Fig. 1) . Elasticities in Mexico indicate that relative changes in labor supply (group proportions) have been having less of a correlation with relative wages than they did at the start of our sample period. In 1990 among younger Mexicans (15-24 and 25-34 age groups), the elasticities of those with secondary completed present the strongest negative correlations with earnings. However, these negative associations are less pronounced in 2010. The elasticities of 15-24 year-old men with primary completed become much less positive over time. For older groups (35-49 and 50-64 age groups) with less than primary completed, the negative elasticities may be an indicative of low demand for labor without education. Among all groups in 2010, the only elasticities with negative correlations of at least −0.05 are for men ages 35-49 with less than primary completed (−0.06), 35-49 with secondary completed (−0.07), and 50-64 with less than primary completed (−0.05). In all age groups with university completed, elasticities increased between 2000 and 2010 and present a positive sign by the end of the period, but they are not statistically significant for 15-24 and 25-34 year-old men. Some of the reasons for these positive correlations of the size of the highest educational attainment groups might be technological shifts and increasing demand for skilled labor. Fig. 2 Effects of proportion of male working-age population by age-education groups (factor-price elasticities) and 90 percent confidence interval on mean nominal monthly earnings from main occupation (dependent variable), based on Equation (2), using the national age-education distribution (Table 2) , Mexico, 1990 Mexico, -2010 . Note: ns Nonsignificant. All other coefficients are significant at least at p < 0.1. Statistical significance was estimated with linear combinations of estimators in Stata (command "lincom"), taking into account the 1990 main effects interacted with each additional year. Sources: 1990 , 2000 Tables 5 and 6 show the results of the association of human capital concentration with individual earnings. In the case of Brazil and Mexico, university graduates receive higher income than those with less than primary education. For instance, we find that older Brazilian workers (50-64) with university completed earn 2.45 times as much as men ages 15-24 with less than primary completed (reference category) in 2000 (Table 5 ). In Mexico, older workers with university completed receive, on average, 1.66 as much as the reference category in 2000 (Table 6 ). For all age groups, we find similar results in both countries, but the magnitude of the coefficients is much smaller in Mexico than in Brazil. In both countries, as observed in the previous analysis, the returns to education compared to young adults with less than primary education have declined from 2000 to 2010.
Human capital concentration and returns to education
The concentration of workers with university degree in Brazil and Mexico has a positive association with individuals' earnings across the income distribution (Tables 5 and 6 ). In Mexico, results indicate that these effects are rising over time: a ten percent increase in the proportion of university graduates is related to 0.06% (0.0058 in Table 6 ) increase in earnings in 2000 and 0.08% increase in 2010. In Brazil (Table 5) , we also find positive correlations of the concentration of university graduates with earnings, but these effects have declined substantially between 2000 (0.16%) and 2010 (0.08%). This reduction might be related to the education progress that Brazil has observed in recent periods, which might smooth the correlation between concentration of university graduates and individual levels. Figure 3 summarizes the coefficients estimated for the social returns to education across earnings levels from Tables 5 and 6. The effects increase along the earnings distribution. Wealthier workers in Brazil (third quantile) benefit more from the concentration of university graduates than those in the lowest quantile. These differentials are more pronounced in 2010 than in 2000. In Mexico, there is not much difference across the income distribution in 2010, compared to bigger variations across quantiles in 2000. Thus we find that concentration of human capital in 2010 has greater associations with earnings in Mexico than in Brazil, but these effects vary more across the income distribution in Brazil than in Mexico.
Our main hypothesis is that the labor force in Brazil is more evenly distributed in the territory compared to Mexico. As a result, in Brazil there is a "shortage" of skilled labor across the country. Workers are complementary in the labor market and generate positive externalities, especially among wealthier and more educated. We assume that complementary workers are those with different skills that create benefits to other individuals in the labor market or in the firm. They cannot easily substitute one another and to improve productivity it is important to have both workers in the same sector. In Mexico, as the markets are more concentrated, competition is greater. Mexican wealthier workers have a degree of substitution, that is, firms can easily find replacements for other workers what creates more completion for positions in the labor market and reduce the gains to education. As a consequence, the effects of human capital concentration in Mexico are not as unequal as in Brazil, even though both countries have high levels of income inequality. Table 5 Coefficients and standard errors estimated with model from Equation (3) 
Conclusions
The advance of this study beyond the preceding literature is the inclusion of the ageeducation cell sizes (proportion of males in each age-education group, cohort size, relative supply, labor supply, cell density, or own-quantity effects) into the models. Estimations suggest that changes in the composition of the workforce are associated with levels of earnings. The proportion of people in age-education groups tends to have a negative correlation with earnings, with greater effects for people with secondary completed, even when compared to workers with university completed. These results are consistent with previous studies, which indicate that age-education groups are not perfect substitutes, generating negative associations of cohort size with workers' income. We also know that there are higher proportions of men in groups with secondary completed than in university completed. These results are an indicative that labor markets are requiring workers with higher qualifications (university) than with mid-level qualifications (secondary). These models capture two sets of disadvantage for workers with secondary completed: (a) they already have lower levels of earnings than those with university completed, as it is indicated by age-education indicators from Equations (1) and (2); and (b) they compete with a bigger cohort in the labor markets, which depreciates even further their earnings, as it is suggested by the effects of proportions in ageeducation groups from Equation (2). There has been an increase in the demand for high-educated workers in Brazil and Mexico during recent decades, which decreases the negative effects of the supply of workers with secondary or university completed over time. For Mexico, the decrease in the proportion of the young population over time and the supply of people with higher levels of educational attainment is smaller in magnitude than in Brazil. These slower changes might be a reason of cohort-size elasticities with smaller scales in Mexico. We also find that the concentration of skilled workers, in recent years, is related to higher returns to schooling. This pattern is not surprising since regional differences for both countries are well known. The existence of these differences is sustained by labor market conditions, which are produced and appear to be maintained by the process of regional economic development. We found that there are social effects of human capital, i.e., locations with higher average human capital have higher levels of earnings and lower private rates of return to formal education. Results indicate positive and significant associations of proportion of undergraduates with workers' earnings across the income distribution. The concentration of human capital in specific regions generates benefits for the entire set of resident workers in the region. Even the less productive workers observe positive effects on their productivity and earnings. We argue that these effects are a result of the characteristics of the labor markets in Brazil and Mexico. Since the percentage of workers with higher education (university completed) is still small, labor markets face two effects in opposite directions. On one side, there is a complementary effect, because more educated workers could benefit others with the same and lower levels of education by increasing overall productivity levels. On the other side, least-educated workers -a large share of labor force -compete with each other in the labor market and could be considered substitutes to each other, thus depressing wages. In the case of less developed economies, the negative effects are surpassing the positive ones.
This paper finds that that the concentration of skilled workers is associated with higher average earnings. We verified that poorer and more unequal countries (such as Brazil and Mexico) have much stronger correlations than the ones observed in more developed countries (Moretti 2004a , Moretti 2004b , Moretti 2004c ). We estimated significant social effects of human capital concentration with earnings, which has been decreasing over time in Brazil and increasing in Mexico. The geographical concentration of human capital benefits the entire set of resident workers in the region --even the least productive workers observe a positive effect on their earnings. Brazilian workers in the highest quantile of the income distribution have higher correlations between human capital concentration and earnings than workers in lowest quantiles. These differentials are not so pronounced in Mexico. The existence of these differences is sustained by the conditions of local labor markets in Brazil and Mexico, which have developed regions coexisting with regions still under development. The conditions of labor markets were produced and appear to be maintained by regional economic development processes.
These overall results suggest that educational improvements are essential to increase earnings of workers. Public policies aiming to increase the proportion of people with completed university education should continue to be implemented in these countries. Examples of these policies are the expansion of public universities, provision of scholarships and student loans to economically disadvantaged students to attend undergraduate programs, and affirmative actions to increase the proportion of underrepresented socioeconomic groups in the university.
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